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§550.23

for Advance or Reimbursement.’” This
form is not to be used when advance
payments are made to the Cooperator
automatically through the use of a pre-
determined payment schedule or if pre-
cluded by special REE Agency instruc-
tions for electronic funds transfer.

(4) Cooperators shall maintain ad-
vances of Federal funds in interest
bearing accounts, unless §550.22(c)(4)(i),
(ii), or (iii) applies.

(i) The Cooperator receives less than
$120,000 in Federal awards per year.

(ii) The best reasonably available in-
terest bearing account would not be ex-
pected to earn interest in excess of $250
per year on Federal cash balances.

(iii) The depository would require an
average or minimum balance so high
that it would not be feasible within the
expected Federal and non-Federal cash
resources.

(5) For those entities where CMIA
and its implementing regulations do
not apply, interest earned on Federal
advances deposited in interest bearing
accounts shall be remitted annually to
Department of Health and Human
Services, Payment Management Sys-
tem, Rockville, MD 20852. The Coop-
erator for administrative expense may
retain interest amounts up to $250 per
year. State universities and hospitals
shall comply with CMIA, as it pertains
to interest. If an entity subject to
CMIA uses its own funds to pay pre-
award costs for discretionary awards
without prior written approval from
the REE Agency, it waives its right to
recover the interest under CMIA.
Thereafter, the REE Agency shall re-
imburse the Cooperator for its actual
cash disbursements.

(6) Whenever possible, advances shall
be consolidated to cover anticipated
cash needs for all awards made by the
REE Agency to the Cooperator. The
working capital advance method of
payment shall not be used for Coopera-
tors unwilling or unable to provide
timely advances to their subrecipient
to meet the subrecipient’s actual cash
disbursements.

(d) To the extent available, Coopera-
tors shall disburse funds available from
repayments to and interest earned on
program income, rebates, refunds, con-
tract settlements, audit recoveries and
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interest earned on such funds before re-
questing additional cash payments.

(e) Unless otherwise required by stat-
ute, REE Agencies shall not withhold
payments for proper charges made by
Cooperators at any time during the
project period unless the conditions of
paragraphs (e)(1) or (2) of this section
apply.

(1) A Cooperator has failed to comply
with the project objectives, the terms
and conditions of the award, or REE re-
porting requirements.

(2) The Cooperator owes a debt to the
United States which is subject to offset
pursuant to 7 CFR part 3 and Federal
Clause Collection Standard; 31 CFR
parts 901 through 904.

(f) Standards governing the use of
banks and other institutions as deposi-
tories of funds advanced or reimbursed
under awards are as follows:

(1) Except for situations described in
§550.22(f)(2), REE Agencies shall not re-
quire separate depository accounts for
funds provided to a Cooperator or es-
tablish any eligibility requirements for
depositories for funds provided to a Co-
operator. However, Cooperators must
be able to account for the receipt, obli-
gation and expenditure of funds.

(2) Advances of Federal funds shall be
deposited and maintained in insured
accounts whenever possible.

§550.23 Program income.

(a) REE Agencies shall apply the
standards set forth in this section in
requiring Cooperator organizations to
account for program income related to
projects financed in whole or in part
with Federal funds.

(b) Except as provided in §550.23(f),
program income earned during the
project period shall be retained by the
Cooperator and shall be added to funds
committed to the project by the REE
Agency and Cooperator and used to fur-
ther eligible project or program objec-
tives.

(c) Cooperators shall have no obliga-
tion to the Federal Government re-
garding program income earned after
the end of the project period.

(d) Costs incident to the generation
of program income may be deducted
from gross income to determine pro-
gram income, provided these costs have
not been charged to the award.
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(e) Proceeds from the sale of property
shall be handled in accordance with the
requirements of the Property Stand-
ards (See §§550.36 through 550.42).

(f) Cooperators shall have no obliga-
tion to the Federal Government with
respect to program income earned from
license fees and royalties for copy-
righted material, patents, patent appli-
cations, trademarks, and inventions
produced under an award. However,
Patent and Trademark Amendments
(356 U.S.C. Chapter 25) apply to inven-
tions made under an experimental, de-
velopmental, or research award.

§550.24

(a) Cooperators and subrecipients
that are institutions of higher edu-
cation or other non-profit organiza-
tions (including hospitals) shall be sub-
ject to the audit requirements con-
tained in the Single Audit Act Amend-
ments of 1996 (31 U.S.C. 7501-7507) and
revised OMB Circular A-133, ‘‘Audits of
States, Local Governments, and Non-
Profit Organizations.”

(b) State and local governments shall
be subject to the audit requirements
contained in the Single Audit Act
Amendments of 1996 (31 U.S.C. 7501-
7507) and revised OMB Circular A-133,
“Audits of States, Local Governments,
and Non-Profit Organizations.”

(c) For-profit hospitals not covered
by the audit provisions of revised OMB
Circular A-133 shall be subject to the
audit requirements of the REE agen-
cies.

(d) Commercial organizations shall
be subject to the audit requirements of
the REE Agency or the prime recipient
as incorporated into the award docu-
ment.

Non-Federal audits.

§550.25 Allowable costs.

For each kind of Cooperator, there is
a set of Federal principles for deter-
mining allowable costs. Allowability of
costs shall be determined in accord-
ance with the cost principles applicable
to the entity incurring the costs. Thus,
allowability of costs incurred by State,
local or federally recognized Indian
tribal governments is determined in
accordance with the provisions of OMB
Circular A-87, ‘“Cost Principles for
State, Local, and Indian Tribal Govern-
ments’’ codified at 2 CFR part 225. The

§550.26

allowability of costs incurred by non-
profit organizations is determined in
accordance with the provisions of OMB
Circular A-122, ‘“‘Cost Principles for
Non-Profit Organizations’ codified at 2
CFR part 230. The allowability of costs
incurred by institutions of higher edu-
cation is determined in accordance
with the provisions of OMB Circular A-
21, ““Cost Principles for Educational In-
stitutions” codified at 2 CFR 220. The
allowability of costs incurred by hos-
pitals is determined in accordance with
the provisions of subpart E of 45 CFR
part 74. The allowability of costs in-
curred by commercial organizations
and those non-profit organizations list-
ed in appendix C to Circular A-122 (2
CFR part 230) is determined in accord-
ance with the contract cost principles
and procedures of the Federal Acquisi-
tion Regulation (FAR) at 48 CFR part
31.

PROGRAM MANAGEMENT

§550.26 Monitoring program perform-
ance.

(a) Cooperators are responsible for
managing the day-to-day operations of
REE nonassistance awards using their
established controls and policies, as
long as they are consistent with REE
requirements. However, in order to ful-
fill their role in regard to the steward-
ship of Federal funds, REE Agencies
monitor their agreements to identify
potential problems and areas where
technical assistance might be nec-
essary. This active monitoring is ac-
complished through review of reports
and correspondence from the coop-
erator, audit reports, site visits, and
other information available to the REE
Agency. It is the responsibility of the
Cooperator to ensure that the project
is being performed in compliance with
the terms and conditions of the award.

(b) Monitoring of a project or activ-
ity will continue for as long as the
REE Agency retains a financial inter-
est in the project or activity. REE
agencies reserve the right to monitor a
project after it has been administra-
tively closed out and no longer pro-
viding active support in order to re-
solve issues of accountability and other
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